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Aug. 7: The National Manufacturing Industry Chamber (CANACINTRA) submitted
recommendations to government officials and other participating in free trade agreement
negotiations. The most significant dealt with the issue of rules of origin: a 35% value added for
Mexican exports to the US and Canada, and a 50% floor for Mexican imports from the US and
Canada. Aug. 8: In discussions sponsored by the Mexican Senate on the role of the financial sector
in the agreement, a general consensus emerged in two areas. First, liberalization should be gradual,
taking place over a minimum of seven years. Second, core financial institutions must remain in
Mexican hands. Aug. 12: Herman von Bertrah, head of the Trade and Industrial Development
Secretariat's (SECOFI) accord negotiation team told reporters in Washington that talks are
progressing rapidly and "it is very likely that the agreement will be signed before 1992." In a recent
report, the US Treasury Department states that the right to participate in the Mexican financial
sector must be a high priority for the US negotiation team. The report said the 30% limit on foreign
participation in Mexican banks is "highly unsatisfactory." Six Mexican banks operate 12 agencies
in the US with assets of approximately $3.9 billion, and two subsidiaries with assets valued at $840
million. Aug. 13: According to The Journal of Commerce, private business organizations from the
three nations are sponsoring informal discussions parallel to the trade talks. The first meeting took
place in Mexico at the beginning of August, and was organized by CANACINTRA. The primary
objective of the meeting was to identify themes, problems and opportunities before the official
negotiations reach the bargaining stage. Participants agreed that rules of origin should be a highpriority issue in the negotiations, in addition to the establishment of acceptable industrial quality
standards. Aug 20: The second meeting between the trade ministers of Mexico, Canada and the US
ended with an agreement to reduce tariffs on all goods according to three schedules immediate,
short-term (5-6 years) and long-term (no more than 12 years). In addition, the three ministers
Jaime Serra Puche (Mexico), Michael Wilson (Canada), and Carla Hills (US) agreed to remove
restrictions on government purchases, thereby opening up respective bidding processes (with
certain exceptions) to suppliers from the other two foreign nations. Finally, a task force was created
to strengthen the Mexican maquiladora program. The third ministerial-level meeting is scheduled
for Oct. 27 in the city of Zacatecas, Mexico. The trade ministers also signed an informal agreement
pledging to "respect the Mexican constitution in terms of ownership of energy resources and oil,"
as the free trade agreement intends "only to strengthen the energy sectors of the three participating
nations." In Seattle, Washington, more than 30 non-governmental organizations (NGOs) from
Canada, Mexico and the US held parallel discussions to the ministerial-level meeting. At a press
conference, the organizations announced seven joint recommendations for respective governments
focused on environmental protection, energy exploitation, social services, intellectual property
rights, immigration, and the labor movement. Aug. 23: During a press conference, Julio Gutierrez
Trujillo, president of the Mexican Total Quality Foundation, said that if Mexican companies do not
immediately undergo a drastic process of modernization and quality-improvement, the industrial
sector runs the risk of being converted into a vast maquiladora when the trilateral accord enters
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into effect. Gutierrez Trujillo said that only a small minority of Mexican firms presently operate
at internationally competitive quality and efficiency levels. Aug. 25: The National Agricultural
Council (CNA) said that the pork, poultry and cereal grain sectors will be in the greatest danger
of bankruptcy under conditions of the proposed agreement. The three sectors are particularly
vulnerable because of minimal profitability and inability to meet domestic demand. Producers
in the above areas, said the CNA, would require a 10-year adjustment period before tariffs are
suspended or lowered in order to become competitive. According to Ricardo Doeher and Gerardo
Mehwad Mendez, managers of the Cigarrera la Moderna plant, the domestic cigarette industry
requires price deregulation in order to survive implementation of a free trade agreement. An
immediate 15 to 20% price hike is required immediately, with similar increases over the next few
years. Cigarette manufacturers in Mexico must pay a 59% special tax on production and services,
while US counterparts pay a 30% tax. Results of an analysis by daily business newspaper El
Financiero indicate that the domestic capital goods and metal products industries will not be able to
compete under a complete liberalization of public sector purchases as proposed during the recent
meeting of the Mexican, US and Canadian trade ministers. Without preferential treatment from the
Mexican government, these already marginal industries would disappear. Aug. 26: According to
US economic analyst Ronald Scheman, Mexico will replace Japan as Washington's most important
trade partner after implementation of the trade agreement, despite the dramatic difference in
the size of the US and Mexican economies. In 1989, the US exported about $40 billion in goods to
Japan, and about $28 billion to Mexico. In 1990, the figures increased to $48 billion and $30 billion,
respectively. Scheman predicted that under the accord, US-Mexican trade will increase to $225
billion in the year 2000 and to $430 billion by 2010. Aug. 27: In statements to reporters, Juan Gallardo
Thurlow, president of the Foreign Trade Organizations Coordinator (COECE), and a principal
consultant to the Mexican government's accord negotiations team, said basic petrochemicals may
be included in the talks. Inclusion, he added, is justified by the importance of the sector in world
trade flows. A recent study by Sidney Key and Hall Scott issued by the US Federal Reserve and
Harvard University argues that the US banks should receive the same treatment in the Mexican
financial sector as Mexican banks receive in the US. The report calls for deregulation of the Mexican
financial sector and open access by foreign banks. Javier Garza de la Cabada, president of the
National Agricultural Council (CNA), said that while Mexico eliminated most of its producer
subsidies seven or eight years ago, the US and Canada are determined to continue respective farm
subsidy programs. Mexico, he said, must insist on compensation in the trade talks. Trade Secretary
Jaime Serra Puche told members of the Mexican Congress that Mexico will contract the services of
foreign companies for oil exploration and drilling projects, although under no circumstance will
joint risk contracts or foreign ownership of oil reserves be permitted. He also said that the tariffs in
place as of June 12 the date formal negotiations commenced will serve as the basis for negotiating
gradual reductions. Jose Luis Sanchez Flores, director of the National Agricultural and Livestock
Chamber in Puebla state, told reporters that Mexico must create agricultural commodity exchanges
and futures markets in the country's most important farm regions in order to compete effectively
under conditions of the trade agreement, and to avoid monopolistic or oligopolistic practices in
marketing basic foodstuffs. Discussions on the possibility of establishing a futures exchange began
in Mexico City Aug. 23 between President Carlos Salinas de Gortari, Foreign Minister Fernando
Solana, Agricultural Minister Carlos Hank Gonzalez, representatives of the Finance Ministry and
Jack Sander, executive director of the Chicago Mercantile Exchange. Aug. 28: Fisheries Secretary
Guillermo Jimenez Morales told reporters that Mexico's exclusive patrimony and sovereignty within
its 200-mile exclusive economic zone will not become an issue in the trade talks. He also said the
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government's inspection and monitoring efforts in the north Pacific will be stepped up, in order
to protect endangered species and stop over-exploitation. Aug. 29: US Trade Representative Carla
Hills told reporters in Washington that recent developments in the Soviet Union would not affect
"in any way" the free trade negotiations with Mexico and Canada nor the Uruguay Round talks.
US citrus fruit growers expressed strong opposition to including citrus in the free trade talks since
such move would "destroy" the US industry. The US has a citrus trade deficit with Mexico. Aug
30: Aslan Cohen Cohen, adjunct director of the free trade accord negotiation office for the Trade
and Industrial Development Secretariat (SECOFI), told participants at an economists' conference
that it is possible the Mexican constitution will be amended, but not as a result of pressure from
the other free trade partners. Cohen rejected the notion that the Mexican market will be "invaded"
as a result of the agreement, since only 20 million of all Mexicans possess significant purchasing
power. (Sources: Excelsior, 08/09/91; La Jornada, 08/09/91, 08/21/91, 08/27/91, 08/29/91, 08/31/91;
El Financiero, 08/08/91, 08/09/91, 08/13/91, 08/14/91, 08/21/91, 08/26-30/91; El Nacional, 08/14/91,
08/26/91, 08/28/91, 08/30/91; El Universal, 08/14/91, 08/26/91, 08/30/91; Uno Mas Uno, 08/21/91,
08/24/91, 08/27/91; The Mexico City News, 08/27/91; El Economista, 08/28/91)
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